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THURSDAY,  NOVEMBER  18,  1993 

U.S.  Senate, 
Committee  on  Environment  and  Public  Works, 
Subcommittee  on  Water  Resources,  Transportation, 

Public  Building,  and  Economic  Development, 

Washington,  DC. 

The  Subcommittee  met,  pursuant  to  notice,  at  10:08  a.m.  in  room 
406,  Dirksen  Senate  Office  Building,  Hon.  Howard  M.  Metzenbaum 
[acting  Chairman  of  the  Subcommittee]  presiding. 

Present:  Senators  Metzenbaum,  Reid,  Warner,  Simpson,  and 
Baucus. 

OPENING  STATEMENT  OF  HON.  HOWARD  M.  METZENBAUM,  U.S. 
SENATOR  FROM  THE  STATE  OF  OHIO 

Senator  Metzenbaum.  The  Subcommittee  will  come  to  order. 

Let  me  start  by  thanking  Roger  Johnson,  the  Administrator  of 
GSA,  for  appearing  here  today  and  bringing  along  his  team,  which 
has  been  very  cooperative. 

The  purpose  of  today's  hearing  is  to  find  out  from  GSA  what  it 
thinks  about  the  projects  which  await  this  Committee's  review  and 
authorization.  We  are  also  eager  to  hear  about  GSA's  overall 
"Timeout  and  Review"  on  over  200  major  real  estate  projects,  but 
our  first  concern  is  over  the  smaller  subset  of  projects  contained  in 
the  Treasury,  Postal  Service,  and  General  Government  Appropria- 
tions Act,  recently  enacted  into  law. 

Based  on  our  conversation  yesterday,  I  understand,  Mr.  Johnson, 
that  at  this  point  you  are  not  going  to  give  this  Committee  all  that 
it  needs  to  evaluate  these  projects,  but  we  understand  that  we  will 
have  them  soon. 

When  you  came  before  the  Committee  in  September  we  told  you 
we  needed  quick  action  from  GSA  because  the  Committee  has  a 
February  1  deadline  to  determine  whether  taxpayer  dollars  will  be 
well  spent  on  a  specific  group  of  projects.  The  Treasury  appropria- 
tions bill,  enacted  last  month,  funded  31  new  GSA  construction 
projects  totalling  $1  billion.  This  Committee  fought  hard  during  the 
appropriations  process  to  protect  its  ability  to  authorize — or  to  dis- 
approve— these  projects,  depending  on  their  individual  merit. 

Despite  my  amendment  to  protect  this  Committee's  jurisdiction, 
this  Committee  almost  got  cut  out  of  the  process  during  final  nego- 
tiations with  the  House.  But  thanks  to  the  able  leadership  of  our 
Chairman,  Senator  Baucus,  this  Committee's  authorizing  jurisdic- 
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tion  was  protected.  I  want  to  say  how  grateful  those  of  us  who  have 
been  involved  in  this  particular  subject  are  to  the  Chairman.  He 
stepped  in;  he  negotiated;  he  worked  with  the  House;  he  worked 
with  others  in  order  to  protect  the  jurisdiction  of  this  Committee. 

Make  no  mistake;  this  was  not  some  arcane  jurisdictional  battle 
between  the  appropriators  and  the  authorizers.  This  was  a  battle 
fought  on  behalf  of  the  taxpayers.  Senator  Baucus  provided  ex- 
tremely able  leadership  in  that  effort. 

This  Committee  fought  to  preserve  its  ability  to  sign  off  on 
worthy  Federal  building  projects  and  to  stop  those  projects  deter- 
mined to  be  unnecessary,  costly,  or  ill-advised.  This  Government 
and  the  people  of  this  country  cannot  afford  to  waste  one  cent  on 
any  unnecessary  Federal  building  project  or  lease,  and  we  cannot 
afford  to  build  Taj  Mahals  for  judges  any  more. 

The  jury  is  still  out  on  all  of  the  projects  contained  in  the  Treas- 
ury appropriations  measure.  Some  may  have  merit;  others  may 
not.  This  Committee  will  scrutinize  these  projects,  but  frankly,  we 
need  GSA's  help  and  expertise.  I  know  that  Mr.  Johnson  and  his 
team  are  attempting  to  give  us  that  assistance. 

The  February  1  deadline  is  looming  on  the  horizon.  As  I  said  ear- 
lier this  morning,  Mr.  Johnson,  the  fact  is  that  Congress  will  be  in 
recess  until  January  25,  which  means  that  during  that  one  week 
there  this  Committee  is  going  to  have  to  act  with  dispatch  if  any  of 
those  projects  are  to  be  disapproved.  Therefore,  GSA's  assistance  is 
most  important.  I  know  that  Mr.  Johnson  is  well  aware  of  that  and 
is  prepared  to  work  with  us  in  getting  us  the  opinion  of  his  team. 

The  temptation  is  great  for  the  Committee  to  just  say  no  to  ev- 
erything, but  the  political  realities  are  that  that  will  be  a  difficult 
and  very  challenging  undertaking.  I  don't  believe  that  we  should 
say  not  to  everything,  but  I  have  some  doubts  as  to  whether  we 
ought  to  say  yes  to  everything. 

I  still  believe  we're  going  to  get  a  rational,  reasoned  response 
from  GSA  about  the  merits  and  the  costs  of  these  projects.  I  just 
spoke  with  Mr.  Johnson  oh  that  subject,  and  I  think  that  GSA's 
review  will  be  meaningful,  not  perfunctory.  I  think  that  the  new 
team  wants  to  do  the  job,  intends  to  do  the  job,  and  I  believe  they 
will  do  the  job  in  order  to  see  that  the  Government  does  not  contin- 
ue to  just  waste  taxpayer  dollars  because  some  Congressperson  or 
some  Senator  wants  his  or  her  ego  gratified  or  wants  to  make  some 
political  points  by  getting  a  new  building  from  the  area. 

Mr.  Johnson,  we  are  happy  to  hear  from  you. 

But  first.  Senator  Reid,  do  you  have  an  opening  statement? 

OPENING  STATEMENT  OF  HON.  HARRY  REID,  U.S.  SENATOR 
FROM  THE  STATE  OF  NEVADA 

Senator  Reid.  Mr.  Chairman,  I  do. 

I've  read  your  statement,  Mr.  Johnson,  so  I  am  going  to  depart 
here  soon.  There  isn't  anything  in  your  statement  that  I  feel  re- 
quires any  follow-up  questions.  I  think  it  is  complete  and  to  the 
point. 

Frankly,  I  don't  know  why  we  are  holding  this  hearmg.  You 
have  been  given  until  February  1  to  do  a  job.  You  have  a  couple 
more  months  to  go;  in  fact,  two  and  a  half  months.  You're  just  get- 


ting  started,  I'm  sure,  in  your  review.  So  I  wish  you  well  in  the 
work  that  you  are  doing.  I  am  happy  to  see  that  GSA  is  really 
headed  in  the  right  direction.  I  am  happy  to  see  how  you're  going 
to  work  on  a  regional  basis,  that  you're  going  to  match  the  exper- 
tise that  the  private  sector  throws  at  us  all  the  time.  I  am  im- 
pressed and  hope  you  do  as  well  as  I  expect  you  will. 

Senator  Metzenbaum.  Senator  Baucus,  I'm  sorry  you  weren't 
here  5  minutes  ago  because  I  spoke  about  the  leadership  you  pro- 
vided when  this  difficulty  arose  between  the  House  and  the  Senate 
on  the  whole  issue  of  jurisdiction  and  how  you  stood  up  for  much 
more  than  just  a  perfunctory  political  question  as  to  who  has  juris- 
diction, but  the  real  question  of  this  Committee  being  able  to  take 
a  look  and  try  to  save  the  taxpayers  some  dollars  and  look  at  this 
realistically,  not  on  the  basis  of  political  considerations  but  on  the 
basis  of  professional,  expert  advice  that  we  are  looking  for  from  the 
GSA. 

So  again  I  want  to  say  publicly  how  much  I,  as  the  Chair  of  this 
task  force  that  you've  appointed,  appreciate  your  efforts  because  it 
was  pretty  rough  going  in  working  out  the  details  with  the  House. 

Do  you  have  an  opening  statement? 

OPENING  STATEMENT  OF  HON.  MAX  BAUCUS,  U.S.  SENATOR 
FROM  THE  STATE  OF  MONTANA 

Senator  Baucus.  I  do,  yes.  Thank  you  very  much. 

Mr.  Chairman,  I  welcome  Mr.  Johnson  to  today's  hearing.  I 
thank  you  very  much  for  your  leadership. 

Mr.  Johnson,  as  you  know,  during  the  Senate's  consideration  of 
the  conference  report  on  the  Treasury  and  Postal  Service  appro- 
priations bill  this  year,  as  Senator  Metzenbaum  has  said,  Members 
of  this  Committee  worked  very  hard  to  ensure  that  the  Environ- 
ment and  Public  Works  Committee  maintained  its  approval  author- 
ity over  public  buildings  projects.  I  know  you  know  that;  Senator 
Metzenbaum  and  others  have  said  that.  We  did  this  because  we  be- 
lieve very  strongly  that  the  projects  in  the  conference  report 
should  be  approved  by  both  authorizing  Committees.  There  are  a 
lot  of  taxpayer  dollars  at  stake  here.  We  felt  it  our  responsibility  to 
be  sure  that  the  public  is  protected  as  much  as  possible  from  the 
point  of  view  of  the  authorizing  Committees. 

We  also  have  made  a  commitment  to  the  Congress  that  we  will 
either  approve  or  disapprove  31  projects  prior  to  February  1.  As 
you  well  know,  the  Congress  is  probably  going  to  adjourn  shortly. 
We  will  not  be  back  in  session  until  the  end  of  January,  leaving  us 
virtually  no  time  prior  to  February  1  in  which  we  can  make  our 
decision. 

I  must  say  that  I  am  a  very  strong  supporter  of  your  appoint- 
ment, a  very  strong  supporter  of  your  efforts  to  bring  some  organi- 
zation to  the  GSA,  but  I  am  very  concerned  about  GSA's  continued 
delay  in  providing  input  to  this  Committee.  I  must  say  that,  at  his 
request,  I  asked  Senator  Metzenbaum  to  oversee  these  leases  and 
other  matters  pertaining  to  GSA.  He  is  very  well  qualified  to  do 
that  and  we  are  all  very  grateful  that  he  is  going  to  take  on  this 
effort,  but  he  needs  the  cooperation  of  GSA.  This  Committee  needs 


the  cooperation  of  GSA.  The  Congress  needs  the  cooperation  of 
GSA. 

As  you  know,  we  scheduled  a  hearing  in  September  at  which  we 
expected  to  hear  your  views  on  projects,  but  all  we  heard  was  the 
process  that  you  said  that  you  would  follow.  We  were  due  to  have  a 
hearing  earlier  this  week;  we  delayed  it  until  today,  at  your  re- 
quest, to  give  you  additional  time  to  prepare  for  your  report.  And 
with  congressional  adjournment  now  days  away — the  second  ses- 
sion, as  I  said,  not  beginning  until  late  January  of  next  year — this 
Committee  has  no  time  to  waste,  and  I  must  tell  you  that  my  pa- 
tience as  Chairman  of  this  Committee  is  wearing  quite  thin.  We 
have  to  examine  these  projects  closely  so  that  we  are  prepared  to 
take  action  on  them  once  we  return  in  January. 

Let  me  stress  to  everyone  that  this  Committee  will  meet  its  obli- 
gation to  act  on  these  projects  prior  to  February  1,  and  we  will  do 
this  with  or  without  GSA's  suggestions. 

So,  Mr.  Johnson,  we  need  to  see  the  results  of  your  review  with- 
out further  delay.  While  we  do  not  want  to  act  on  these  projects 
without  GSA's  recommendations,  I  made  a  commitment  and  this 
Committee  made  a  commitment  to  the  Congress,  and  I  intend  to 
live  up  to  that  commitment. 

Thank  you. 

Senator  Metzenbaum.  Thank  you,  Mr.  Chairman.  I  want  to  say 
to  you  that  the  leader  said  today  that  we  would  be  coming  back  on 
January  25.  I  needn't  tell  you  how  few  days  there  are  between  Jan- 
uary 25  and  February  1 

Senator  Baucus.  It's  not  a  leap  year. 

Senator  Metzenbaum.  No.  And  I  think  it's  important  that  we 
make  an  effort  to  get  a  quorum  to  show  up  and  set  a  meeting,  be- 
cause at  that  one  meeting  we're  going  to  have  to  act — if  there  is 
any  action  to  be  taken 

Senator  Baucus.  In  that  regard,  I  think  we  need  the  recommen- 
dations this  month.  We  have  to  have  them  this  month  so  that  our 
staffs  and  all  of  us  can  be  working  on  the  recommendations  so  that 
when  we  return  after  recess,  we  will  have  done  our  work  in  ad- 
vance. But  to  do  that,  we  have  to  have  the  recommendations  by  the 
end  of  this  month. 

Senator  Metzenbaum.  Mr.  Johnson,  please  proceed. 

STATEMENT  OF  HON.  ROGER  JOHNSON,  ADMINISTRATOR,  GEN- 
ERAL SERVICES  ADMINISTRATION,  ACCOMPANIED  BY  JULIA 
STASCH,  DEPUTY  ADMINISTRATOR 

Mr.  Johnson.  Thank  you.  Senator  Metzenbaum,  Senator  Baucus. 
You  can  be  sure  that  this  GSA  is  working  aggressively  and  quickly 
to  respond  to  your  concerns.  I  would  have  to  say  that  it  was  this 
Administrator  who  decided  to  have  a  "Timeout  and  Review"  in  the 
first  place. 

There  are  208  projects  under  that  review.  We  committed  to 
having  that  done  with  in  3  to  6  months,  and  we  will  have  it  done 
within  3  to  6  months.  We  are  right  on  schedule,  and  now  trying  to 
accelerate  some  of  these  reviews  of  these  31  projects.  We  will  do 
that. 


The  process  on  the  208  is  well  underway.  In  fact,  over  this  week- 
end we  will  be  finalizing  the  details  on  a  couple  dozen  of  those 
projects,  and  will  be  coming  with  our  recommendations  en  toto 
next  week. 

I  can  tell  you  that  in  that  total  review,  the  savings  will  amount 
to  several  hundred  million  dollars.  That  will  be  achieved  either 
through  some  proposed  rescissions  of  some  projects,  restructured  fi- 
nancing methods,  and — most  interestingly — through  some  aggres- 
sive value  engineering  and  some  aggressive  negotiation. 

Several  weeks  ago,  Senator  Metzenbaum  called  me  and  asked  if 
we  would  take  a  look  on  an  accelerated  basis  at  the  31  projects  that 
you're  referring  to.  The  total  review  that  we  do  on  these  projects 
includes  not  just  whether  there  is  a  need;  that's  the  first  issue,  but 
then,  of  course,  once  we  establish  a  need,  if  there  is  one,  we  go 
through  a  great  deal  of  detail  to  make  sure  that  the  proper  alterna- 
tives ^yere  looked  at,  because  there  are  a  lot  of  alternative  ways  to 
get  buildings  or  courthouses  in  place  if  there  is  a  need. 

And  finally,  there  is  a  ton  of  review  going  on  once  the  alterna- 
tive is  selected  to  make  sure  that  the  cost  of  that  alternative  is  the 
most  efficient. 

We  stepped  inside  these  31.  Several  of  these  were  not  in  the  proc- 
ess at  that  moment,  Senators,  because  we  had  prioritized  the  whole 
208  on  the  basis  of  when  their  next  major  milestone  would  come 
up.  I  think  two  or  three  out  of  the  31  were  in  fact  in  the  overall 
review  already  because  they  were  coming  up.  Others  were  not.  But 
we  did  reach  out,  went  back  out  into  the  regions,  and  said,  "Please, 
at  least  give  us  your  estimate  of  these  31  on  the  first  criteria:  is 
there  any  reason  to  suspect  that  there  isn't  a  need  for  them?" 

On  that  basis,  although  we  haven't  finished  that  detail  yet,  I  will 
give  you  today  our  current  views  of  a  few  projects  here  which  look 
at  the  moment  to  have  concerns  on  whether  we  should  proceed  or 
not. 

There  is  a  building  in  Burlington,  Iowa;  this  building  is  for  a 
parking  facility  in  Burlington,  Iowa.  The  best  we  can  tell  right 
now,  there  are  very  few  Federal  employees  in  Burlington,  Iowa.  I 
think  there  are  20  or  so.  They  seem  to  be  quite  adequately  provided 
for  in  terms  of  current  parking  spaces  now.  This  structure  would 
be  for  a  couple  hundred  parking  spaces.  If  I  had  to  make  a  decision 
today  I  would  say  that  I  don't  see  the  need  for  it  today.  We're 
trjdng  to  nail  down  a  couple  more  details  on  that  to  make  a  final 
decision. 

Senator  Baucus.  Mr.  Chairman,  if  I  might — I  must  apologize  to 
the  Chairman,  and  to  Mr.  Johnson  also,  I  must  leave  shortly.  I 
have  just  one  question,  if  I  might  ask  it. 

Senator  Metzenbaum.  Yes. 

Senator  Baucus.  Can  you  tell  this  Committee  by  what  date  you 
expect  to  have  your  recommendations  on  those  projects? 

Mr.  Johnson.  Yes.  We're  going  to  have  all  the  208  projects  in  all 
their  detail  in  our  office  by  December  1.  We  will  reach  inside  these 
31  and  pull  them  ahead,  even  though  we  don't  need  to  from  the 
priority  standpoint  of  actual  construction  schedules,  and  by  the 
15th  of  December  we  will  have  finalized  at  least  the  needs  of  those 
31.  We  won't  be  able  to  go  through  the  detail  of  the  cost,  etc.,  with 
them. 


Senator  Baucus.  When  will  we  have  your  recommendations  with 
respect  to  the  31? 

Mr.  Johnson.  We  can  do  it  completely  by  the  15th  of  December. 

I  have  offered  to  the  Chairman  this  morning  that  I  will  travel  to 
meet  with  you;  we  will  phone  you,  if  you  like;  and  we  will  send  you 
materials  during  the  recess  so  that  you  can  be  completely  prepared 
when  you  come  back  on  the  25th.  We  will  facilitate  that  any  way 
you  like. 

Senator  Baucus.  Well,  we  have  to  be  prepared  ahead  of  the  25th. 

Mr.  Johnson.  Yes,  that's  what  I'm  saying.  On  the  15th  we  will 
send  you  materials,  we  will  travel  to  visit  with  you,  and 

Senator  Baucus.  You  are  planning  today  to  give  GSA's  recom- 
mendations on  these  projects  to  the  Congress  by  December  15? 

Mr.  Johnson.  On  the  31,  Senator,  whether  we  see  a  need  for 
them  or  not.  I  cannot  tell  you  that  later  on,  if  we  do  see  a  need  for 
a  certain  project,  that  later  on  we  might  come  back  and  say  "It 
shouldn't  cost  as  much;  we  have  ways  to  save  money  on  it." 

Senator  Baucus.  By  what  date  will  we  have  your  final  recom- 
mendations on  the  31? 

Mr.  Johnson.  Well,  we  said  3  to  6  months.  I  think  we're  running 
a  little  ahead  of  schedule. 

Senator  Baucus.  Can  you  have  your  final  recommendations  by 
December  15? 

Mr.  Johnson.  On  the  cost  and  everything? 

Senator  Baucus.  On  the  31,  your  final  recommendations. 

Mr.  Johnson.  I  don't  think  so. 

Senator  Baucus.  Why  not? 

Mr.  Johnson.  Because  we  have  208  projects 

Senator  Baucus.  I'm  talking  about  the  31. 

Mr.  Johnson.  Well,  if  I  put  all  the  resources  on  those,  I  won't 
put  them  on  some  of  the  projects  that  have  very  close-in  dates. 
Some  of  these  31,  Senator,  aren't  going  to  need  to  be  built  or  start- 
ed to  be  built  for  some  time.  I  have  others  in  this  project  review 
that  are  ready  to  go  to  contract. 

Senator  Metzenbaum.  Mr.  Johnson,  you  understand  the  time 
constraint  that  we're  under.  The  208  are  important,  but  the  208, 
whether  it  comes  on  February  10th  or  whether  it  comes  on  Febru- 
ary 5th  or  whether  it  comes  on  March  1,  the  world  won't  come  to 
an  end.  The  world  won't  come  to  an  end  as  to  these  either,  but  the 
fact  is  that  we  may  be  spending  taxpayer  dollars  that  we  shouldn't 
be  spending. 

Mr.  Johnson.  I  think  we're  spending  taxpayer  dollars  across  the 
board  on  these  projects  that  we  shouldn't  be  spending. 

Senator  Metzenbaum.  Well,  certainly  you  can  slow  that  down  at 
your  level.  But  at  our  level,  the  only  time  we  have  in  order  to  have 
some  impact  on  this  is  by  February  1. 

I  think  the  Chairman  and  I  are  trying  to  say  that  we  need  all 
the  information — we  need  you  to  prioritize  these  31  projects.  As  a 
matter  of  fact,  as  many  as  15  of  these  projects  were  not  projects 
which  the  administration  or  GSA  initiated. 

Mr.  Johnson.  I  know  that. 

Senator  Metzenbaum.  We  asked  GSA's  staff  for  information  on 
the  projects,  and  the  GSA  complied  with  one-page  fact  sheets. 
That's  not  good  enough  for  us.  Most  of  the  fact  sheets  include  rec- 


ommendations  of  GSA  to  postpone  funding  until  a  later  year. 
That's  not  the  issue.  There  are  even  a  few  recommendations  that 
reject  some  projects;  I  have  the  papers  here.  But  there  seems  to  be 
confusion  about  whether  these  GSA  fact  sheet  recommendations 
are  the  official  GSA  position. 

I  think  the  Chairman  is  saying— and  I,  as  Chairman  of  the  task 
force— that  the  208  don't  have  the  same  priority,  as  far  as  the  Con- 
gress is  concerned,  as  do  these  31.  We  need  your  help.  We  not  only 
need  your  help,  but  I  guess  I  can  go  so  far  as  to  say  that  you  don  t 
work  for  us.  But  the  fact  is  that  we  are  saying  that  we  need  it  and 
we  want  it,  and  to  the  extent  that  we  can  direct  you  to  do  so,  we 
are  saying,  give  us  all  the  information  by  December  15. 

Mr.  Johnson.  Senator,  I'll  give  you  my  personal  recommenda- 
tions on  every  one  of  these  projects  by  the  15th  of  December. 
Where  would  you  like  it  sent?  Where  would  you  like  it? 

Senator  Baucus.  To  the  Committee. 

Mr.  Johnson.  Here? 

Senator  Baucus.  You  can  work  that  through  the  staff. 

If  I  might  say,  too,  if  we  don't  have  it,  this  Committee  could  very 
well  be  in  the  situation  of  disapproving  all  of  these  projects.  I  don't 
think  that's  a  result  that 

Mr.  Johnson.  That  may  be  a  very  prudent  thing  to  do,  Senator. 

Senator  Baucus.  If  we  don't  have  the  information  by  December 
15,  we  might  have  to  be  in  that  situation. 

Mr.  Johnson.  That  might  be  prudent  to  do. 

Senator  Baucus.  Thank  you. 

Senator  Metzenbaum.  We  both  agree  that  may  be  the  thmg  to 
do,  but  the  fact  is  that  it  will  cause  a  political  maelstrom. 

Senator  Baucus.  It  will,  which  I  don't  think  any  of  us  want. 

Thank  you,  Mr.  Chairman. 

Mr.  Johnson.  We  also  want  to  make  sure  that  the  recommenda- 
tions that  we  give,  Senator,  have  some  good  thought  in  them. 

Senator  Baucus.  That's  correct. 

Mr.  Johnson.  There  are  208  projects  around  this  country  that  I 
inherited  about  2  months  ago.  Every  one  of  them  is  suspicious  m 
one  form  or  another.  We  have  tons  and  tons  of  money  that  we  need 
to  get  at. 

But  I'll  pull  these  31  ahead  and  we  will  accelerate  the  review. 

Senator  Baucus.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Senator  Metzenbaum.  Please  proceed,  Mr.  Johnson. 

Mr.  Johnson.  Let  me  continue  and  give  you  some  idea  of  the 
projects  that  are  already  suspicious. 

Burlington,  Iowa— I'll  just  repeat  that.  It  is  a  parking  structure 
for  Federal  employees.  The  parking  structure  was  approved  for  150 
to  200  parking  spaces.  There  appear  to  be  appear  less  than  20  Fed- 
eral employees  in  the  area.  They  all  seem  to  be  adequately  taken 
care  of  with  parking  spaces.  We  want  a  little  more  checking,  but  at 
the  moment  that  is  quite  suspicious.  . 

In  Sierra  Vista,  Arizona,  there  is  a  request  for  a  $1  million  begin- 
ning appropriation  for  a  courthouse.  There  was  no  judge  that  we 
could  detect  when  we  first  asked  the  question.  We  have  subse- 
quently received  a  letter,  just  a  day  or  two  ago,  which  says  that 
there  now  is  going  to  be  a  permanent  magistrate  judge  who  travels 
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to  this  area.  We  want  to  look  at  that  a  Httle  more  to  see  if  a  travel- 
Hng  judge  does  require  a  courthouse. 

In  Hammond,  Indiana,  Senator,  there  is  a  courthouse  that  was 
approved  and  authorized  for  a  lot  of  money,  $49  million,  and  the 
justices  in  that  town  have  said  that  if  it's  built,  they  won't  go  in  it. 
It  seems  to  me  this  is  not  the  "Field  of  Dreams,"  and  if  that  per- 
sists, my  recommendation  to  you  would  be  not  to  build  a  court- 
house. Why  would  we  do  that  if  no  one  is  going  to  live  in  it? 

I  have  two  that  are  a  little  different  issues,  and  we  would  prob- 
ably need  your  guidance  on  these.  One  is  in  Safford,  Arizona,  and 
one  is  in  Rochester,  New  York.  The  same  characteristics  that  each 
has  is  that  these  are  requests  for  grants  of  money  for  projects 
which  may  well  be  quite  justified,  but  they  are  not  in  the  main- 
stream of  what  the  GSA,  I  believe,  is  chartered  to  evaluate. 

The  Safford,  Arizona  project  is  for  an  administrative  and  cultur- 
al center  for  the  Forest  Service.  It's  a  request  for  $5  million. 

The  $5  million  reqeust  for  Rochester  is  for  an  integrated  manu- 
facturing study  center,  to  be  built  on  the  grounds  of  the  Rochester 
Institute  of  Technology  in  partnership  with  the  Federal  Govern- 
ment and  the  State  of  New  York. 

Now,  these  may  both  be  very  noble  missions;  in  fact,  I  would  per- 
sonally endorse  the  manufacturing  mission.  But  whether  or  not 
you  want  to  appropriate  money  to  the  GSA  for  these  kinds  of 
things.  Senator,  is  sort  of  up  to  you.  I  would  have  to  say  that  this  is 
not  Federal  housing  for  Federal  workers;  this  is  not  a  courthouse; 
this  is  not  a  special-purpose  building  for  our  borders;  but  obviously, 
if  the  Congress  wants  to  use  building  fund  monies  as  grant  money 
for  special  purposes,  I'm  sure  you  can.  We  would  have  to  say  at 
this  point  that  those  are  suspect,  at  least  according  to  our  charter. 

Those  are  the  ones  that  look  suspicious  right  now.  Senator.  We 
will  have  the  balance  of  them  to  you,  as  we  just  agreed  to,  on  the 
15th  of  December. 

If  I  may.  Senator,  I'd  like  to  make  a  couple  other  comments. 

In  addition  to  the  specific  issues  that  we  found  in  going  through 
this  process  on  these  particular  buildings,  it  is  beginning  to  become 
clear  that  there  are  a  lot  of  other  issues  that  we're  finding  and  les- 
sons that  we're  learning  in  this  process.  I  think  these  lessons  can 
be  valuable  tools  for  us  as  we  move  ahead  and  try  to  reinvent  this 
whole  system. 

I  want  to  make  a  couple  of  comments  here.  This  isn't  to  send 
blame  around,  but  it's  really  to  point  out  some  areas  in  the  process 
that  I  think  can  be  very  helpful  as  we  go  forward. 

Before  we  talk  about  the  problems,  though,  the  whole  process 
does  have  some  very  good  end-result  news  in  it.  As  I  indicated  ear- 
lier, it  appears  that  there  are  hundreds  of  millions  of  dollars  to  be 
saved.  This  will  come  through  the  combination  of  recommendations 
to  rescind  projects;  it  will  come  from  refinancing,  changing  the  mix 
of  ownership  and  lease  in  the  projects;  and  it's  coming,  significant- 
ly, from  some  aggressive  negotiating  as  we  go  back  into  these 
projects. 

One  would  ask,  why  is  it — how  can  it  be — that  we  could  find 
these  kinds  of  savings?  Some  of  it  is  due  to  the  process.  In  some  of 
these  cases  I  find  that  the  specifications  that  have  gone  into  the 
law  itself  tended  to  tie  our  hands.  Some  of  these  laws  have  in  fact 


specified  particular  participants  in  the  project.  It  gets  very  difficult 
when  someone  is  specified  by  law  as  a  developer  or  contractor,  to 
sit  down  and  negotiate  with  them.  They  tend  not  to  be  too  interest- 
ed. .     , 

Some  of  the  specifics  of  the  project  itself  get  specified,  particular 
characteristics  of  a  building.  Some  of  this  we  do  to  ourselves.  There 
is  one  that  we're  reviewing  where  apparently  we  put  in — and  it 
then  became  the  law— a  certain  number  of  parking  places.  Well, 
specifying  that  kind  of  detail  in  a  law  gives  one  a  lot  of  constraints 
when  you  finally  try  to  negotiate. 

Specifying  the  form  of  financing  is  also  difficult  for  us.  These 
projects  generally  go  over  several  years,  and  of  course,  financial 
conditions  that  might  look  obvious  at  one  point,  we've  learned,  may 
not  be  quite  so  obvious  and  prudent  a  year  or  two  down  the  road 
when  the  financing  actually  gets  negotiated. 

So  there  are  a  variety  of  things  that  give  us  problems  in  the 
process  in  being  able  to  come  up  with  the  most  efficient  and  effec- 
tive recommendations  and  implementation  of  a  particular  real 
estate  project. 

Now,  another  issue  that  has  come  up  as  we  have  looked  at  very 
major  projects  is  that  we  tend  to  assign  resources — people — to  plan, 
negotiate,  and  manage  our  projects  by  region.  There  are  10  regions 
and  we  have  competent  people  in  all  of  those  regions.  However, 
there  is  a  wide  range  of  projects  that  we  deal  with.  Some  of  them 
are  quite  simple  from  a  real  estate  standpoint;  some  of  them  are 
very  complicated.  When  you  go  to  the  more  complicated  projects,  of 
course,  the  people  in  the  private  sector  are  bringing  together- 
many  of  them  are  national  firms — are  bringing  to  the  table  very 
powerful  people,  the  best  they  can  get  from  all  across  the  country. 
We  have  tended  to  match  them  with  whoever  we  have  in  the 
region.  We're  going  to  change  that  and  start  looking  at  putting 
teams  together  where  we  will  pull  our  best  and  brightest  from  all 
across  the  country.  We  will  augment  them  with  private  consult- 
ants, if  we  need  to,  and  face  these  major  negotiations  with  the  best 
we've  got,  going  up  against  the  best  that  the  private  sector  brings 
in. 

Those  are  just  some  of  the  things  that  we  re  learning  as  we  go 
through  the  process.  . 

I  also  would  commit  the  following  to  you  because  I  think  this  is  a 
major  issue.  From  here  on,  once  a  project  is  approved,  we  will  pro- 
vide to  you  the  specific  commitments  that  we're  going  to  make 
having  to  do  with  schedules,  having  to  do  with  money,  having  to  do 
with  other  end  results  of  these  projects.  I  will  talk  with  your  staff, 
if  you  concur,  and  set  up  some  times  when  we  can  come  back  to 
this  Committee— I  would  suggest  quarterly— where  we  conie  back 
and  report  to  you  how  we're  doing  on  progress.  I  think  at  this  point 
that  most  of  the  effort  that  goes  on  between  us  has  to  do  with  the 
initiation  of  the  project.  I  want  to  come  back  with  hard  commit- 
ments and  say,  for  example,  "During  this  quarter  we  had  20  major 
milestones  in  real  estate  projects  around  the  country;  we've  made 
17  and  missed  3,  and  here's  why.  We  felt  the  last  time  the  projects 
were  going  to  cost  this,  and  now  we  think  they're  going  to  cost 
that,"  and  why  that  is,  and  get  end-resulted.  And  in  that  process 
we  will  hopefully  build  some  confidence  with  your  Committee  that 
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will  also,  then,  maybe  not  get  as  detailed  in  the  process  with  us, 
give  us  a  little  more  room  and  not  make  so  much  detail  in  the  ini- 
tial processes. 

So  what  I  want  to  trade  you  is  hard  commitments  and  measure- 
ments for  giving  us  the  ability  to  do  the  job  that  our  professionals 
know  how  to  do. 

A  lot  of  money  can  be  saved.  I  think  we  can  improve  a  lot  of 
things,  so  I  am  optimistic  about  the  process.  Unfortunately,  I  am 
stuck  with  a  ton  of  projects  already  approved  in  various  stages  that 
are  very  complex,  and  we  are  moving  as  fast  as  we  can  to  unscram- 
ble them.  It's  too  bad  that  these  31  projects  come  jumping  in  the 
middle  and  we  will  have  to  change  priorities,  but  we  will  do  that  if 
that's  what  you  want. 

Senator  Metzenbaum.  Thank  you  very  much,  Mr.  Johnson. 

I  might  say  that  before  we  adjourn  in  the  next  few  days  I,  along 
with  Senator  Simpson,  possibly  Senator  Warner  whom  we  would 
certainly  welcome  as  a  cosponsor,  and  hopefully  other  Members  of 
the  Committee  will  introduce  a  bill  to  help  ensure  that  the  Federal 
Government  meets  the  needs  of  its  workforce  in  a  more  cost-effec- 
tive manner.  Among  other  things,  the  bill  will  strengthen  congres- 
sional oversight  of  GSA  real  estate  activities,  requiring  GSA  to  pro- 
vide Congress  with  long-range,  prioritized  public  building  plans  and 
better  information  on  individual  projects.  It  will  also  ensure  that 
GSA  serves  as  a  central  repository  for  the  asset  management  infor- 
mation of  the  Federal  Government.  I  will  share  a  copy  of  the  bill 
with  you  after  the  hearing.  I  hope  you  will  give  it  favorable  consid- 
eration. I  believe  that  the  biannual  planning  process,  in  particular, 
will  be  of  great  benefit  to  you. 

I  am  just  informed  that  Senator  Boxer  will  also  cosponsor  that 
proposal. 

I  do  have  some  questions^  but  two  of  my  colleagues  are  here  and 
I  would  like  to  yield  to  them  for  such  comments  or  statements  or 
questions  that  they  may  have. 

OPENING  STATEMENT  OF  HON.  ALAN  K.  SIMPSON,  U.S.  SENATOR 
FROM  THE  STATE  OF  WYOMING 

Senator  Simpson.  Thank  you  very  much,  Mr.  Chairman. 

We  have  a  lot  to  do.  I  am  committing  myself  to  the  process.  I 
think  that  Mr.  Johnson  is  going  to  help  lead  us  to  some  appropri- 
ate decisions.  And  I  hold  the  Assistant  Administrator  in  high 
regard. 

But  we  are  really  through  with  "business  as  usual"  with  GSA, 
and  it's  not  your  fault.  You  are  helping  us  and  I  commend  you.  It 
must  be  terribly  frustrating  for  you.  You  handle  yourself  well.  I  am 
sure  you  go  home  at  night  and  kick  the  refrigerator  and  rip  the 
paintings  from  your  wall.  But  it  has  to  be  frightful,  because  it  is  to 
us. 

We're  going  to  do  something  here.  We  are  going  to  disapprove 
this  whole  package,  and  we're  not  going  to  get  caught  in  Treasury 
and  Postal  and  all  that  fun  and  games.  We're  going  to  do  it.  There 
is  a  powerful  unanimity  that  has  not  been  here  before  and  a  power- 
ful bipartisan  approach  to  getting  a  true  handle  on  what  happens 
when  a  courthouse  and  office  building  in  Cape  Girardeau  costs  $3.8 
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million,  and  the  others  are  $60  million  each  or  $80  million.  I  don't 
know  yet  how  the  Phoenix  courthouse  got  cut  down  from  $200  mil- 
lion to  $120  million  unless  it  was  just  a  slider  here. 

This  stuff  is  appalling,  and  what  is  really  appalling  is  11(b),  that 
little  provision  in  the  statute,  which  is  the  salvation  of  the  House 
of  Representatives;  11(b)  is  nothing  more  than  the  last  lifeline  of 
any  Congressman,  regardless  of  party.  It  is  the  big  building  in  the 
old  home  district  when  the  polls  have  just  fallen  out  of  sight.  I 
have  seen  it  happen. 

I  notice  over  there,  in  regard  to  organizational  reform,  that  the 
House  desperately  seems  to  want  us  to  do  something  with  our  fili- 
buster rules.  Well,  we  might,  but  the  other  side  is  that  I'm  going  to 
do  something  with  11(b)  rules,  and  then  we'll  play  ping-pong  with 
that  one  for  a  while.  I  still  think  there  are  Members  on  that  Com- 
mittee who  don't  know  how  they  got  on  that  Committee  because 
the  staff  runs  the  Committee.  Those  days  are  going  to  be  coming 
up  short,  too. 

We  have  work  to  do.  It's  a  terrible  thing  when  you  see  suppliers 
at  every  level  who  say,  "Boy,  if  we  can  just  get  to  the  GSA,  we'll 
make  bucks."  That's  a  scoffing  that  you,  as  a  proud  person,  are  not 
going  to  accept,  nor  the  Deputy  nor  the  Administrator. 

So  I  think  that  you  are  trying  desperately  to  help  us.  You  have 
shown  a  good  deal  of  faith  in  the  process.  We  have  had  meetings 
together,  and  I  really  look  forward  to  working  with  Senator  Metz- 
enbaum  and  Senator  Boxer.  That's  a  unique  alliance  there,  without 
any  really  great  disagreement  as  to  what  we  have  to  do  to  pursue 
something  that  has  been  totally  out  of  whack,  through  Democratic 
Administrations,  Republican  Administrations,  and  I  look  forward 
to  really  working  on  the  process  because  if  we  don't  get  it  done,  the 
only  process  we'll  do  here  is  to  vote  to  disapprove — it  won't  matter 
what  the  price  is,  because  of  the  fact  that  these  things  haven't  even 
been  through  hearings,  haven't  even  been  through  the  process. 
They  just  pop  up. 

So  I  know  you  are  trying.  I  certainly  commend  you  and  I  com- 
mend the  President  for  sticking  with  you.  He  will  need  to  do  that 
because  you  are  going  to  take  some  tremendous  flak,  and  the  great- 
est part  of  it  will  come  from  the  House  of  Representatives.  It  won't 
be  here.  We  dabble  in  it,  but  they  have  made  it  an  art  form. 

Other  than  that,  I  have  no  strong  feelings  about  this. 

[Laughter.] 

Senator  Simpson.  I'm  glad  I  got  that  off  my  chest,  Mr.  Chairman. 

Senator  Metzenbaum.  Before  I  call  on  Senator  Warner,  I  might 
say  that  I  want  to  support  Senator  Simpson  in  a  number  of  ways, 
but  there's  one  particular  one.  I  do  have  difficulty  in  understand- 
ing how  a  courthouse  in  one  place  costs  $5  million  and  a  court- 
house in  another  place  costs  $200  million.  I  just  can't  believe  that 
the  litigants  are  that  different  or  the  judges  are  that  different. 
Maybe  the  gold  plating  is  different.  We  need  some  of  your  thought 
processes  on  that  subject  as  we  proceed  along. 

Mr.  Johnson.  I  think  some  of  those  processes,  Senator,  are 
merely  juggling  of  money  within  the  Congress.  It  has  nothing  to  do 
with  what  it  will  really  cost  eventually.  In  the  process  to  get  num- 
bers, I  think  people  in  some  cases  have  just  said,  "Well,  let's  take 
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the  authorization  down  this  year,  and  we'll  get  more  next  year."  I 
know  that's  happened  in  some  courthouses  that  I  know  about. 

So  I  am  finding  that  there  are  a  lot  of  reasons  for  numbers  to 
look  very  strange.  I  also  think  we  have  two  or  three  different  forms 
of  arithmetic  in  this  town. 

Senator  Metzenbaum.  Senator  Warner? 

OPENING  STATEMENT  OF  HON.  JOHN  W.  WARNER,  U.S.  SENATOR 
FROM  THE  COMMONWEALTH  OF  VIRGINIA 

Senator  Warner.  Well,  sometimes  it  depends  on  the  ego  of  the 
chief  judge. 

Mr.  Chairman,  I  think  it  would  be  helpful — I  am  just  going  to 
make  an  observation — if  you  and  Senator  Simpson  would  acquaint 
Mr.  Johnson  with  what  Chairman  Baucus  and  Ranking  Member 
Chafee  have  done  with  establishing  this  group  within  our  Commit- 
tee. Although  it's  within  certain  Subcommittee  jurisdiction,  this 
group  as  such  has  the  plenary  responsibility.  We  are  happy  to  do 
it,  and  I  think  this  is  a  remarkable  partnership  of  our  Chairman, 
who  brings  to  the  Senate  a  specific  knowledge  about  construction, 
having  done  it  successfully  in  the  private  sector.  I  have  worked 
with  Senator  Metzenbaum  on  other  projects,  and  let  me  tell  you, 
anybody  who  rolls  out  a  set  of  blueprints  in  front  of  him,  he  can 
read  them  faster  than  the  daily  paper.  He  understands  them  and 
he  understands  cost  allocation. 

To  my  distinguished  colleague  over  here,  he  is  known  for  tough- 
ness and  tenacity.  If  the  doctor  says  that  Grandma  should  stop 
eating  candy,  he  will  steal  Grandma's  false  teeth. 

[Laughter.] 

Senator  Warner.  Really.  That's  what  you  told  me  one  time. 

So  it's  the  combination  of  the  expertness  and  the  tenacity  of 
these  two  gentlemen,  together  with  the  augmentation  of  Senator 
Boxer,  which  means  that  they  will  get  the  job  done.  No  question 
about  it. 

I  would  like  say  something  to  Mr.  Johnson.  I  don't  know  you  that 
well,  but  I've  been  here  for  a  number  of  years  and  seen  a  number 
of  GSA  Administrators,  and  believe  me,  in  terms  of  qualifications 
and  tenacity  and  willingness  to  do  the  right  thing,  you  rank  right 
at  the  very  top  of  the  ones  I've  seen  through  the  years.  So  as  a 
country  we  are  fortunate  to  have  you  in  this  position. 

Mr.  Johnson.  Thank  you. 

Senator  Warner.  You  have  a  high  degree  of  credibility  before 
this  Committee  and  the  Congress  as  a  whole.  So  let's  do  what's 
right  for  the  good  old  U.S.A. 

Mr.  Johnson.  Thank  you.  Senator. 

Senator  Metzenbaum.  Thank  you  very  much.  Senator  Warner. 

In  mentioning  Mr.  Johnson,  I  might  say  that  he  has  brought 
onto  his  team  Julia  Stasch.  She  comes  out  of  the  Chicago  area  with 
a  great  deal  of  expertise.  She  and  I  were  talking  before  the  hearing 
about  some  of  the  progress  that  has  already  been  made  in  working 
with  the  Congress  and  working  with  her  expertise,  and  that  the 
real  estate  industry  has  been  welcoming  it — not  because  they  get  a 
better  deal  out  of  it,  but  because  they  know  the  rules  of  the  game 
and  they  can  play  by  them  much  easier. 
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Senator  Cohen,  who  is  the  Ranking  Member  of  the  Government 
Affairs  Subcommittee  on  Oversight  and  Government  Management 
and  a  very  forceful  critic  of  GSA's  past  real  estate  activities,  has 
asked  that  his  statement  be  included  in  today's  hearing  record. 
Without  objection,  it  will  be. 

[Senator  Cohen's  statement  follows:] 

Statement  of  Hon.  Wiluam  S.  Cohen,  U.S.  Senator  from  the  State  of  Maine 

Mr.  Chairman,  thank  you  for  this  opportunity  to  address  a  few  remarks  to  those 
who  are  assembled  for  today's  hearing  before  the  General  Services  Administration 
(GSA)  Task  Force. 

I  salute  the  leadership  role  you  have  taken  in  seeking  better  oversight  of  our  Fed- 
eral property  management  practices.  I  wish  also  to  acknowledge  the  contributions  of 
the  entire  Senate  Environment  and  Public  Works  Committee,  particularly  in  its  ef- 
forts to  restrain  spending  millions  of  taxpayer  dollars  to  construct  Federal  buildings 
which  have  not  been  approved  through  normal  prospectus  review  procedures.  Where 
costly  Federal  construction  projects  are  concerned,  we  cannot  afford  to  spend  our 
limited  resources  blindly,  without  examining  the  justifications  and  specifications 
which  support  each  project.  We  need  to  eliminate  the  "business  as  usual"  mentality 
which  for  years  has  driven  so  much  of  our  wasteful  spending.  Congress  must  exer- 
cise the  oversight  responsibilities  it  alone  can  discharge.  That  is  why  I  was  so 
pleased  to  cosponsor  your  amendment  to  the  Fiscal  Year  1994  Treasury,  Postal  Ap- 
propriations Act:  to  ensure  that  your  Committee  would  have  the  opportunity  for 
careful  review  of  each  of  the  unauthorized  projects  contained  in  that  bill. 

Administrator  Johnson  is  well  aware  of  my  strong  support  for  the  "time-out  and 
review"  he  has  called  on  a  list  of  over  180  GSA  projects,  which  includes  unauthor- 
ized projects  contained  in  the  Treasury,  Postal  Appropriations  bill.  Since  his  nomi- 
nation last  spring,  Mr.  Johnson  and  I  have  met  and  talked  on  several  occasions,  pro- 
viding me  ample  opportunity  to  convey  my  deep  concerns  about  various  short-com- 
ings of  GSA's  real  estate  programs.  As  Ranking  Member  of  the  Governmental  Af- 
fairs Subcommittee  on  Oversight  of  Government  Management,  I  heard  extensive 
testimony  about  some  of  these  problems  in  a  hearing  we  held  last  July. 

One  critical  issue  we  identified  is  the  negative  effects  of  current  budgetary  score- 
keeping  rules,  which  have  the  unintended  consequence  of  pushing  the  government 
toward  leasing  buildings  to  meet  its  real  estate  needs,  rather  than  pursuing  other, 
more  cost-effective  alternatives  which  would  result  in  ownership.  In  1969,  the  Feder- 
al Government  owned  90  percent  of  the  buildings  it  occupied,  but  today  just  56  per- 
cent of  Federal  office  space  is  in  government-owned  buildings.  The  scorekeeping 
rules  are  meant  to  keep  our  expenditures  under  control,  but  we  are  throwing  more 
and  more  Federal  dollars  down  the  proverbial  rent  "rathole,"  with  nothing  to  show 
for  our  investment.  The  Atrium  Building  in  northern  Virginia  is  a  perfect  example 
of  such  mindless  management.  Although  GSA  could  have  obtained  the  entire  4-story 
building  under  a  lease-purchase  agreement  at  less  cost  than  renting  three-fourths  of 
the  building  under  the  operating  lease  it  signed,  GSA  chose  not  to  do  so  because  the 
ownership  option  would  have  resulted  in  a  much  higher  up-front  scoring  amount. 
This  lends  new  meaning  to  the  phrase,  "Penny-wise  but  pound-foolish." 

The  rents  we  are  pajdng  are  no  bargain,  either.  We  found  that  GSA  has  signed 
contracts  for  ever-increasing,  outrageously  high  rents  to  lease  Federal  office  space  in 
cities  where  it  should  instead  be  able  to  negotiate  much  lower  rents.  A  commercial 
real  estate  expert  testified  at  our  hearing  that  in  many  metropolitan  areas,  where 
local  commercial  real  estate  markets  are  flooded  with  excess  capacity,  private  ten- 
ants are  paying  bargain  basement  rental  rates.  Unfortunately,  these  private  compa- 
nies seem  to  have  some  negotiating  skills  GSA  lacks,  because  GSA  has  not  been  so 
successful  when  leasing  space  in  the  same  areas.  As  Mr.  Johnson  knows,  we  ques- 
tion why  GSA  has  not  been  driving  tougher  bargains  on  new  leases,  and  why  GSA 
has  not  also  attempted  to  renegotiate  its  current  leases  early,  to  capitalize  on  the 
depressed  market  rates. 

There  are  other  questions,  too,  like  why  GSA  would  plan  ambitious  office  building 
construction  projects  in  cities  like  Atlanta,  with  a  commercial  vacancy  rate  ap- 
proaching 30  percent?  Or  why  it  costs  GSA  so  much  more  to  build  a  Federal  court- 
house than  it  costs  a  State  or  private  developer  to  build  the  same  kind  of  structure? 
Why  has  GSA  failed  to  exercise  leadership  when  Federal  agencies  make  unreason- 
able demands  which  force  selection  of  dramatically  more  expensive  alternatives?  My 
distinguished  colleague  from  Ohio  himself  said  it  well,  in  his  opening  statement  at 
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our  hearing:  "This  is  one  area  of  government  which  screams  out  for  closer  scruti- 
ny" 

I  am  pleased  that  Mr.  Johnson  and  his  protegees  at  GSA  have  taken  an  active 
role  in  initiating  that  scrutiny  at  the  agency  level.  I  am  eager,  as  I  know  you  are, 
Mr.  Chairman,  to  learn  the  results  of  their  review,  and  how  they  plan  to  resolve 
these  difficult  issues.  I  am  hopeful,  despite  repeated  delays  in  Mr.  Johnson's  an- 
nouncement on  the  first  round  of  hLs  review,  that  we  will  be  rewarded  for  our  pa- 
tience by  some  excellent  results.  I  can  assure  you  this  Senator  will  be  listening 
closely  when  Mr.  Johnson  is  ready  to  speak. 

Senator  Metzenbaum.  In  his  statement  Senator  Cohen  mentions, 

OMB's  scorekeeping  rules  is  a  problem  which  pushed  the  Government  toward 
leasing  space  rather  than  building.  That  is  because  the  scoring  rules  require  the 
cost  of  constructing  a  new  building  to  be  scored  up  front.  Lease  costs  are  stretched 
out  over  the  life  of  the  lease. 

Senator  Cohen  also  states, 

The  scorekeeping  rules  are  meant  to  keep  our  expenditures  under  control,  but  we 
are  throwing  more  and  more  Federal  dollars  down  the  proverbial  rathole,  with 
nothing  to  show  for  our  investment. 

He  mentioned  the  Atrium  Building  in  Northern  Virginia  as  an 
example  of  scoring  problems.  GSA  apparently  could  have  obtained 
the  entire  four-story  building  under  a  lease-purchase  agreement  at 
less  cost  than  renting  three-fourths  of  the  building  under  the  oper- 
ating lease  it  signed,  but  GSA  chose  not  to  do  so  because  the  own- 
ership option  would  have  resulted  in  a  much  higher  up-front  scor- 
ing amount. 

0MB  has  testified  against  changing  the  scoring  rules  on  the 
grounds  that  any  change  might  unleash  a  "buy  now,  pay  later" 
spending  spree.  Senator  Simpson  and  I  met  with  0MB  Director 
I^on  Panetta  last  week  to  discuss  the  entire  scoring  issue  and, 
frankly,  I  don't  want  to  encourage  any  more  unnecessary  spending, 
and  I'm  sure  that  Mr.  Panetta  doesn't,  nor  does  Senator  Simpson. 

But  are  the  scoring  rules  forcing  this  Government  into  unwise 
real  estate  decisions?  I  wonder,  Mr.  Johnson,  if  you  have  any 
thoughts  on  the  scoring  issue,  or  whether  it's  a  little  bit  out  of  your 
league  at  this  minute. 

Mr.  Johnson.  Oh,  no.  Senator. 

The  scoring  mechanisms  that  have  been  put  into  place — for  a  lot 
of  good  reasons,  from  what  I  can  tell;  I  have  met  with  some  of  the 
people  who  originated  that,  Carol  Cox-Waite  and  some  others — in 
the  process  of  trying  to  do  some  good  things  caused  a  problem 
having  to  do  with  Federal  buildings,  and  maybe  some  other  capital 
as  well. 

Two  or  three  responses  to  it.  Right  from  the  beginning  I  said  that 
we  are  continuing  this;  regardless  of  the  scoring  of  a  particular 
project,  we  are  making  recommendations  on  the  basis  of  what 
makes  sound  financial  sense.  So  the  recommendations  we  will  come 
with — and  some  of  them  will  involve  changing  the  financing  of  a 
particular  project  from  an  operating  lease  to  an  ownership  posses- 
sion; those  you  will  see  next  week — even  though  the  scoring  of  that 
particular  recommendation  may  cause  an  "increase"  in  the  budget, 
we  will  recommend  what  seems  appropriate. 

I  also  continue  to  work  with  Mr.  Panetta  and  the  rest  of  the  ad- 
ministration in  what  I  believe  would  be  the  solution  we  should 
come  to  and  that  I  would  recommend  at  some  point  to  the  Con- 
gress, and  that  has  to  do  with  a  capital  planning  process.  The  scor- 
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ing  rules  are  a  problem,  but  they  are  there  only  because  we  have 
no  other  way  to  come  to  you  with  a  sensible  capital  plan. 

I  think  there  continues  to  be  some  confusion  and  concern  about 
how  that  would  get  implemented.  I  know  there  is  some  concern, 
and  I've  spoken  to  some  people  in  the  administration  about  it,  that 
might  be  used  as  a  vehicle  to  capitalize  the  whole  Government  and 
spread  the  costs  of  all  kinds  of  soft  things  out  over  time.  Well,  not 
so.  I  think  they  are  thinking  of  areas  where  you  would  then  start 
depreciating  capital;  and,  of  course,  depreciation  is  a  function  of 
the  tax  laws.  The  Federal  Government's  budget  is  a  cash  budget. 
So  having  a  capital  plan  over  a  long  period  that  says  we  should 
really  spend  this  kind  of  money  in  these  years  to  achieve  savings  in 
the  outyears,  those  two  financial  calculations  are  cash  calculations. 
There's  no  depreciation  there  at  all.  So  there  really  isn't  any  way, 
unless  someone  is  proposing  to  change  the  Federal  budget  to  a  P&L 
type  budget,  which  I  don't  think  anyone  is,  there  wouldn't  be  any 
way  for  anyone  to  play  games  with  that. 

So  we  are  continuing  to  make  a  fundamental  case.  We  will  come 
to  you  at  some  point  here  with  specifics  of  long-range  plans  for 
each  of  the  regions,  hard  and  real  plans.  We  will  then  convert 
those  to  the  financial  effect  of  them,  and  I  think  that  will  serve  as 
a  specific  example  of  what  I'm  talking  about  in  capital  planning 
budgets.  I  think  it  will  stand  on  its  merits  and  I  think  we  will  win 
that  day. 

In  the  meantime,  we  are  not  letting  scoring  stand  in  our  way  of 
making  what  we  think  are  proper  recommendations. 

Senator  Metzenbaum.  Thank  you  very  much. 

Sitting  here  thinking  about  these  various  courthouse  projects — 
they  are  the  ones  we  keep  seeing — and  your  comment  that  the  Con- 
gress just  puts  in  a  number,  it  seems  to  me  that  one  of  the  things 
that  might  be  done  is  that  the  GSA  might  come  up  with  a  range- 
such  as,  if  you  need  a  courthouse  with  5,000  square  feet  or  50,000 
square  feet,  that  they  ought  to  cost  in  the  range  of  $30,  $50,  $100, 
$150  a  square  foot,  some  range,  but  instead  of  that  we  see  figures 
just  picked  out  of  the  air:  $96  million  for  a  courthouse,  and  $5  mil- 
lion for  a  courthouse. 

Mr.  Johnson.  I  want  Julia  to  comment  on  that.  But  may  I  say  to 
you,  Senator,  we  agree  with  you.  We  have  spent — particularly  with 
Julia's  lead— hundreds  of  hours,  even  since  we've  just  been  here, 
on  this  subject  with  experts  from  around  the  country,  including  the 
judiciary,  who  are  cooperating  with  us  at  this  point.  I  think  Julia  is 
very  close  to  changing  some  of  the  benchmarks  that  we  currently 
have,  but  in  a  very  sensible  and  thoughtful  way. 

Most  cases  do  not  lend  themselves  to  anecdotal  simplifications. 
They  are  complex  issues. 

Julia,  comment  about  the  work  you've  done  so  far. 

Ms.  Stasch.  We  have  completed  the  work  of  the  Blue  Ribbon 
Panel  of  Architects,  Engineers  and  Contractors.  They  looked  at  the 
overall  court-building  program.  This  will  soon  be  available  in  final 
form. 

The  outcome  of  it  is  that  there  are  many  parts  of  the  process 
that  are  driving  the  cost  up.  It  is  not  all  reflected  in  what  you  re- 
ferred to  as  a  "Taj  Mahal"  desire  for  extraordinary  finishes. 
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We  have  discovered  that  there  are  contributors  to  cost  within  the 
GSA  process  itself,  within  proprietary  specifications  which  limit  a 
contractor's  or  an  engineer's  ability  to  bring  marketplace  creative, 
dynamic  solutions  to  systems  and  finishes. 

We  have  also  discovered  that  there  is  an  inconsistent  approach 
to  the  appreciation  of  value  engineering — value  engineering  during 
the  design  process,  value  engineering  as  it  might  be  invited  during 
the  bid  process,  and  even  during  the  entire  construction  process. 
We  feel  that  by  opening  up  the  specifications,  by  inviting  contrac- 
tors and  architects  to  come  to  us  with  solutions  which  are  alter- 
nates to  design  or  construction  specs,  and  by  partnering  through- 
out the  construction  process,  we  think  that  right  off  the  top,  with- 
out even  changing  design  at  the  beginning,  we  can  realize  between 
5  to  10  percent  of  total  cost.  That  isn't  even  going  to  the  recommen- 
dations that  the  panel  has  made,  which  may  be  able  to  help  us  re- 
alize perhaps  10  percent  savings  from  the  dollars  that  we're  look- 
ing at  right  now  for  projects  that  are  in  the  early  conceptual  stage. 

Senator  Metzenbaum.  Is  there  a  flat  fee  that  all  architects 
charge,  a  flat  percentage  fee?  ^ 

Ms.  Stasch.  Yes.  There  is  a  statutory  limitation  on  architects 
fees  of  6  percent. 

Senator  Metzenbaum.  And  is  that  what  you  pay,  with  no  excep- 
tion? Do  you  always  pay  6  percent? 

Ms.  Stasch.  No,  I  don't  believe  we  always  pay  it,  but  it  is  a  cap. 

Senator  Metzenbaum.  Are  you  sure  it  isn't  what  you've  always 
paid? 

Ms.  Stasch.  The  negotiation  is  not  a  flat  fee.  It's  a  negotiation 
based  on  level  of  effort,  capped  at  6  percent.  It's  not  the  automatic 
application  of  a  percentage  against  project  costs. 

Senator  Metzenbaum.  I've  been  in  the  political  world  for  quite  a 
number  of  years,  even  before  I  came  to  the  Senate,  and  it  was 
always  one  of  the  great  mysteries  to  me.  Who  decides  which  archi- 
tect is  going  to  get  the  assignment,  and  how  is  that  done? 

Ms.  Stasch.  There  are  a  number  of  ways  that  architects  end  up 
on  teams.  When  we  have  a  design/build  approach,  a  complete  team 
is  brought  in,  which  includes  a  contractor,  an  architect,  and  a  de- 
veloper in  some  instances.  There  is  also  an  approach  where  a  panel 
selects  an  architect  based  on  qualifications. 

Senator  Metzenbaum.  Who  makes  up  this  panel? 

Ms.  Stasch.  It's  GSA  professionals  and  client  agencies  when  a 
building  is  special  purpose. 

Senator  Metzenbaum.  I  would  like  from  GSA  a  specific  report, 
without  the  gobbledy-gook,  as  to  how  architects  are  chosen.  It  has 
been  my  opinion  that  some  people  have  an  in  and  some  people 
have  an  out.  I  think  in  some  instances  it  is  political  and  some,  it 
isn't.  But  I  don't  think  any  of  us  in  Congress— I  doubt  very  much  if 
Senator  Simpson  has  any  idea  of  how  architects  are  chosen.  Let's 
not  kid  ourselves,  these  are  great  plums.  I  want  to  know  whether 
it's  Mr.  Smith  or  Mr.  Johnson  or  Ms.  Stasch  or  Mr.  Jones  over  at 
the  GSA  who  is  making  that  decision  and  merely  telling  us  that 
there  is  some  panel — it  doesn't  mean  anything  to  me.  Who  names 
the  panel  and  who  gives  it  direction? 

There  is  no  time  limit  on  this.  I  don't  need  this  by  December  15. 
Take  a  lot  of  time;  wait  until  December  31  to  get  it  to  us 
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[Laughter.] 

Mr.  Johnson.  Thank  you,  Senator. 

Senator  Metzenbaum.  — but  I  would  Uke  to  know  from  you  as 
promptly  as  possible,  and  I  think  our  task  force  would  like  to 
know,  just  what  the  procedures  are;  whether  there  are  any  possi- 
bilities of  economies  in  the  choice  of  architects;  whether  or  not 
there  is  any  political  favoritism;  whether  or  not  there  are  some 
people  over  at  GSA  who  are  handing  out  these  goodies,  because 
there  isn't  much  question  about  it,  the  naming  of  an  architect  to  do 
a  project  is  quite  a  plum  to  be  able  to  distribute  and  I  don't  know 
who  is  distributing  those  plums. 

I'm  not  making  any  accusations  and  I'm  not  saying  that  you're 
doing  anything  inappropriate.  I'm  just  saying  that  I'm  a  United 
States  Senator  and  I  don't  know  what's  going  on  in  my  Govern- 
ment. 

Ms.  Stasch.  We'll  have  a  report  for  you. 

Senator  Metzenbaum.  Thank  you  very  much. 

Senator  Metzenbaum.  Mr.  Johnson,  do  you  have  anything  on  the 
lease,  repair,  and  alterations  which  are  included  in  the  1994  appro- 
priations measure  which  also  require  Committee  authorization? 

Mr.  Johnson.  Senator,  I'm  going  to  defer  to  one  of  my  colleagues 
here,  but  apparently  we  sent  a  letter  on  November  2nd  responding 
to  these.  They  are  quite  detailed.  I  think  we  have  people  here  who 
could  discuss  any  specific  one  that  you  like,  but  on  November  2nd 
we  responded  to  that  detail  to  Senator  Baucus. 

Senator  Metzenbaum.  We'll  get  it  from  Senator  Baucus. 

I  think  Senator  Simpson  has  another  question  before  he  leaves. 

Senator  Simpson.  Mr.  Chairman,  thank  you. 

I  think  it's  good  that  Mr.  Johnson  and  Ms.  Stasch  knows  where 
the  emphasis  is  coming  from  on  this  three-member  task  force, 
which  was  appointed  by  the  Chairman  and  Ranking  Member,  Sena- 
tors Baucus  and  Chafee.  But  I  think  I  speak  for  my  two  colleagues 
when  I  say  that  he  is  certainly  correct  about  finding  out  more 
about  the  architect  business. 

I  want  to  find  out  more  about  the  Administrative  Office  of  the 
Courts.  I  can't  believe  that  we  just  let  people  who  are  involved  in 
the  Judicial  Branch  of  the  Government  hand  over  their  wish  list, 
and  we  approve  it.  You've  explained  some  of  that  and  I  understand 
that,  and  the  differences  in  courthouses,  but  those  are  tough  to  ex- 
plain, such  as  the  differences  in  the  cost  of  a  courthouse.  I  under- 
stand what  you  said;  I  heard  that. 

But  the  role  of  the  Administrative  Office  of  the  Courts  seems  like 
a  very  remarkable  hierarchy  of  wisdom,  where  they  just  present 
something  to  us  and  say,  "This  is  for  the  court.  It  must  be  this  way 
so  that  we  can  have  a  proper  judiciary  in  a  comfortable  surround- 
ing," and  so  on.  I  want  to  find  out  more  about  that. 

Then  I  want  to  find  out  the  number  of  backlogged  authorizations 
in  this  Committee  that  we — me,  too — have  done.  I'll  bet  it's  close  to 
800.  That  may  be  off  the  wall,  but  if  you  go  back  to  the  backlog  of 
authorizations  from  the  Senate  in  your  records,  and  the  backlog  of 
authorizations  from  the  House — the  House  does  it  better  because 
they  use  11(b)  in  a  most  extraordinarily  adept  way.  We  don't.  I 
would  like  to  know  what  that  backlog  is. 
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I  will  never  forget  when  I  came  here  in  1979  and  got  to  working 
with  Senator  Moynihan  on  lease  versus  purchase.  There  was  a  staff 
person  in  the  House,  his  name  was  Dick  Sullivan,  who  was  just 
awesome.  He  was  bigger  than  God  and  he  ran  a  pretty  tight  ship; 
in  fact,  he  ran  the  ship.  I  enjoyed  him.  He  was  a  delightful  guy  to 
break  bread  with  and  socialize  with,  but  he  was  just  simply  a 
power  unto  himself.  That  can't  be;  there's  no  place  for  that.  He's 
no  longer  there.  I  wish  him  well,  if  he's  still  about,  but  I  wasn't 
pointing  out  his  personality;  it  was  about  the  fact  of  what  he  was 
involved  in.  He  just  kept  a  great  list  and  carried  it  around  and, 
with  grace,  laid  it  out,  ladled  it  around  to  the  House.  He  was 
having  a  little  trouble  with  the  Senators  of  both  parties  over  the 
years,  but  when  he  spoke,  that  was  it.  I  hear  they  are  going  to  do 
something  with  11(b)  to  make  it  realistic  and  fair  and,  most  appro- 
priately, that  when  you  do  that,  that  there  be  a  reason  for  it,  not 
just  some  extraordinary  political  act  to  get  something  erected  in 
your  district  to  save  your  tail  at  the  next  election. 

So  here  we  go.  It's  going  to  be  hazardous  work  for  all  of  us,  but  I 
doubt  that  there  will  ever  be  anjrthing  more  than  some  Game  and 
Fish  Department  outhouse  somewhere,  some  Fish  and  Wildlife 
duckblind,  after  my  work  is  completed. 

Thank  you. 

Senator  Metzenbaum.  Thank  you  very  much,  Senator  Simpson. 

Mr.  Johnson,  most  of  the  projects  that  this  Committee  has  to 
take  action  on  by  February  1  involve  new  courthouses.  In  fact, 
funds  are  designated  for  21  new  courthouses.  I  recognize  that  GSA 
did  not  initiate  many  of  them;  actually,  I  doubt  if  they  initiated 
any  of  them,  but  we  need  your  expertise  to  determine  whether  the 
courthouse  projects  have  merit  and  are  cost-effective.  How  are  you 
going  to  go  about  doing  that,  to  ensure  that  they  are  cost-effective? 

Mr.  Johnson.  How  are  we  doing  that? 

I  think  the  process  starts  with  what  Ms.  Stasch  has  described  to 
you.  As  we  began  to  look  at  this,  there  wasn't  a  logical  process  to 
determine  that.  It  was  fairly  contentious  with  the  courts.  We  had 
difficulty  getting  an  understanding  why  the  needs  were  there  in 
the  first  place.  You  would  quickly  come  to  issues  of  "one  judge,  one 
courtroom."  You  would  come  to  issues  of  judges  in  retirement  who 
aren't  retired  and  still  retain  courtrooms.  There  is  a  whole  bunch 
of  issues. 

So  we  reached  out  to  the  judiciary.  I  have  to  say,  they  were 
ready  to  put  things  on  the  table. 

So  we  are  going  at  it  in  a  variety  of  ways.  One,  how  was  the  need 
defined  in  the  first  place?  There  have  been  questions  about  their 
forecasts  of  judgeships  needed,  so  challenging  and  understanding 
the  forecasting  process  en  toto. 

Second,  once  the  forecast  is  realistic,  then  how  is  the  space  best 
utilized?  How  much  space  do  you  really  need  for  five  judges?  Do 
you  need  five  courtrooms  all  the  time,  one  for  one?  Are  there  ways 
to  share  it? 

There  is  a  variety  of  other  specifications  more  complex  inside 
that.  Why  is  it  that  the  chambers  next  to  the  courtroom  have  to  be 
of  the  same  magnitude  and  ceiling  height,  for  example,  as  the 
courtroom?  Is  there  need  for  security  all  through  the  building,  or 
can  there  be  more  shared  space  with  prisoners? 
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There  is  some  longer-term  discussion  having  to  do  with  judicial 
process.  As  we  get  into  other  technologies — communications,  for  ex- 
ample— do  we  need  to  have  the  same  facilities  to  house  prisoners  in 
proximity  to  the  courtroom,  as  we  have  in  the  past? 

Then  you  come  all  the  way  down  to  the  actual  costs  of  the  build- 
ing. This  has  been  a  unique  process,  and  I  think  Julia  has  had  an 
important  role  in  it,  because  in  fact  we  have  now  brought  the  judi- 
ciary to  these  discussions,  and  they  have  come.  So  I  am  optimistic 
that  we  are  going  to  have  a  sensible,  pragmatic  answer,  more  an- 
swers to  your  questions.  So  when  we  come  to  you  and  say,  "The 
Montgomery,  Alabama  courthouse  that  has  been  asked  for  makes 
sense;  it  needs  to  be  about  this  big,  and  we  think  it's  going  to  cost 
about  that  much,"  we'll  have  a  lot  more  in  the  way  of  pragmatic 
explanation  to  you  than  "that's  what  the  judges  told  us." 

I  would  like  Julia  to  comment,  too. 

Senator  Metzenbaum.  Thank  you  very  much. 

Ms.  Stasch.  The  only  thing  I  would  like  to  add  to  that  is  that  we 
have  started  a  discussion  with  the  Administrative  Office  of  the 
Courts  to  really  get  at  the  methodology  for  projecting  10-  and  30- 
year  requirements.  This  methodology  was  challenged  by  a  recent 
GAO  report,  and  they  have  several  recommendations  in  there. 
Those  recommendations  form  the  basis  of  our  discussions  with  the 
Administrative  Office  of  the  Courts,  so  that  when  we  do  come  for- 
ward with  a  confirmation  of  their  requirements,  it  will  be  based  on 
a  full  understanding  between  both  of  us,  that  this  is  something 
that  we  both  feel  comfortable  with,  that  probing  questions  from 
you  and  others  can  withstand  the  challenge  of. 

Senator  Metzenbaum.  We  appreciate  your  cooperation.  I  think 
you're  going  to  do  a  good  job.  I  think  you  are  doing  a  good  job,  and 
we  look  forward  to  working  with  you. 

The  hearing  stands  adjourned. 

Mr.  Johnson.  Thank  you,  Senator. 

[Whereupon,  at  11:10  a.m.,  the  Subcommittee  was  adjourned,  to 
reconvene  subject  to  the  call  of  the  Chair.] 

[Mr.  Johnson's  prepared  statement  and  the  list  of  projects 
follow:] 
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Statement  of  Roger  W.  Johnson,  General  Services  Administrator 

Mr.  Chairman  and  Members  of  the  Subcommittee,  it  is  my  pleasure  to  appear 
before  you  today  to  discuss  the  General  Services  Administration's  management  of 
Federal  buildings,  including  the  "Timeout  and  Review"  of  new  construction,  mod- 
ernization and  major  lease  projects.  As  you  know,  this  initiative  responds  to  the  call 
of  the  National  Performance  Review  (NPR)  to  suspend  the  acquisition  of  net  new 
Federal  office  space,  to  ensure  that  taxpayer  resources  are  effectively  spent,  and  to 
apply  an  asset  management  approach  to  handling  the  Federal  Government's  exten- 
sive real  estate  portfolio. 

In  announcing  our  "Timeout  and  Review"  initiative  on  September  16  of  this  year, 
we  recognized  the  importance  of  taking  a  fresh  look  at  prospectus-level  new  con- 
struction and  modernization  projects  not  yet  awarded  for  construction  and  those  yet 
to  be  awarded  prospectus-level  leases,  that  would  result  in  construction  of  new 
buildings  or  would  be  more  cost-effective  candidates  for  Federal  ownership. 

The  process  is  well  underway  in  project  review  and  we  anticipate  having  the 
entire  review  completed  within  the  3-6  month  time  frame  which  we  identified  in 
September  at  the  beginning  of  the  process. 

Over  the  weekend  we  will  be  finalizing  the  first  two  dozen  or  so  modernization 
and  lease  project  reviews.  Although  I  cannot  discuss  the  individual  projects,  I  can 
report  that  our  review  has  accomplished  savings  of  several  hundred  million  dollars. 
This  has  been  achieved  through  either  proposed  rescissions  of  projects,  restructuring 
of  financing  methods  and  through  aggressive  value  engineering. 

Several  weeks  ago,  Mr.  Chairman,  Senator  Metzenbaum,  Chairman  of  the  Com- 
mittee's Task  Force  on  GSA  Buildings,  asked  us  to  review  in  detail  some  31  projects 
in  the  Fiscal  Year  1994  Treasury-Postal  Service-General  Government  Appropria- 
tions bill.  Some  of  these  projects  were  already  on  the  list  of  the  208  projects  which 
are  being  reviewed  under  "Timeout  and  Review." 

The  professional  staff  of  the  agency  has  taken  a  preliminary  look  at  these  31 
projects  purely  on  the  question  of  whether  there  is  a  legitimate  need  at  this  time 
which  would  warrant  a  further  review.  I  will  caution  that  the  process  is  on-going 
and  that  there  is  a  great  deal  more  information  which  we  are  pulling  together. 
However,  we  do  have  enough  information  to  at  least  give  you  an  idea  of  which 
projects  look  to  me  as  ones  that  will  be  very  difficult  to  justify.  For  those  projects 
which  have  met  the  needs  test,  we  will  obviously  be  continuing  with  examining  the 
other  criteria  which  are  being  applied  to  all  projects  under  "Timeout  and  Review." 
Those  criteria,  beyond  the  needs  analysis,  are  whether  all  market  alternatives  were 
considered  and  whether  the  procurement  method  being  used  provides  the  most  cost 
effective  return  on  investment  for  the  American  taxpayer. 

In  addition  to  the  specific  issues  surrounding  each  project,  we  are  also  beginning 
to  see  broader  problems  in  the  process.  I  would  like  to  discuss  some  of  these  issues 
and  the  lessons  that  we  have  learned  during  the  early  phases  of  the  "Timeout  and 
Review"  project.  I  believe  that  these  lessons  can  be  valuable  learning  tools  for  both 
of  our  branches  of  government  as  we  try  to  re-invent  the  current  system  with  the 
goal  toward  a  more  cost-effective  and  time-efficient  system.  This  is  not  a  blame 
game,  but  rather  an  honest  admission  that  the  system  has  not  worked  the  way  it 
should,  partially  due  to  some  constrictions  which  tie  our  hands.  Some  of  these  con- 
strictions the  GSA  imposes  on  ourselves — some  are  put  in  by  Congress.  I  will  be 
asking  your  help  to  change  the  process  and,  in  return,  the  GSA  will  commit  to  spe- 
cific end  results  and  measurements. 

Before  I  talk  about  the  problems,  we  have  some  very  good  news  and  that  is  we 
learned  that  there  is  a  great  deal  of  money  to  be  saved  in  the  Federal  buildings 
program.  These  savings  will  be  realized  not  only  through  recommendations  for 
project  cancellations,  savings  through  value  engineering  on  cleared  projects,  but 
also  from  savings  which  we  will  begin  to  make  through  moving  tenants  currently  in 
space  under  operating  leases  into  Federally  owned  space.  This  will  include  either 
the  construction  of  new  facilities  or  the  purchase  of  existing  facilities. 

However,  we  sometimes  encounter  instances  where  the  agency  is  directed  specifi- 
cally to  use  a  particular  source  in  executing  the  project.  This  hinders  us  in  our  abili- 
ty to  deliver  services  in  the  most  efficient  manner  and  limits  our  flexibility  in  nego- 
tiation. 

Second,  we  are,  in  some  cases,  directed  in  financing  mechanisms.  Building 
projects  usually  run  over  many  years  and  obviously  things  change  over  many  years. 
What  may  look  like  a  great  deal  today  may  not  be  a  great  deal  tomorrow.  This  gives 
us  very  little  flexibility  in  which  to  negotiate. 

Third,  we  have  learned  the  obvious  penalty  we  are  paying  because  we  don[t  have 
a  mechanism  for  long  range  planning.  The  real  intent  of  "Timeout  and  Review"  is 
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to  give  us  a  solid  baseline.  We  have  gone  back  to  the  regions  and  asked  them  to  give 
us  a  long-range  plan,  which  leads  us  to  our  lead  goal  of  asset  management.  This 
process  certainly  has  taught  us  that  long-range  planning  is  so  important. 

One  final  thing  we  must  do  is  adapt  a  different  approach  for  analyzing  and  nego- 
tiating major,  complex  projects  versus  smaller  less  complex  ones.  We  have  a  wide 
range  of  complexity  of  projects,  from  a  small  office  building  to  large  programs  which 
include  urban  redevelopment  with  complex  contracting  arrangements.  We  tend  to 
treat  them  the  same  with  the  resources  we  apply.  We  will  be  realigning  our  teams 
based  on  the  complexity  of  the  projects. 

We  have  in  the  past  tended  to  use  people  in  each  of  our  10  regions  to  plan,  negoti- 
ate and  manage  the  projects  in  their  geographic  locations,  which  is,  in  most  cases, 
quite  acceptable.  There  are  times  and  projects  that  are  very  complex  where  the  de- 
velopers and  contractors  are  national  firms  and  bring  to  the  planning  and  negotiat- 
ing table  the  best  from  across  the  country,  including  batteries  of  high-powered  attor- 
neys. We  will  do  a  much  better  job  in  the  future  of  matching  that  team.  We  will 
pull  together  the  best  and  the  brightest  of  GSA  personnel  to  lead  these  projects,  re- 
gardless of  their  location  and,  where  necessary,  we  will  supplement  them  with  out- 
side consultants  to  assist  them  in  becoming  the  most  effective  for  the  taxpayers. 

The  most  important  point  I  would  like  to  make  today,  Mr.  Chairman,  is  that  we 
enter  into  a  new  era  of  partnership.  This  era  will  be  one  where  we  will  turn  GSA 
into  a  results-oriented  operation.  I  am  proposing  to  set  up  with  you  and  your  staff 
regularly  scheduled  meetings,  perhaps  quarterly,  to  report  to  you  on  our  progress. 
We  will  give  you  hard  commitments  on  schedules,  financing,  and  budgets  with 
which  to  measure  us  by.  I  am  asking  for  more  flexibility;  freedom  from  prescriptive 
specifications  and  directed  language.  In  return,  I  will  report  back  to  you  on  how  the 
empowerment  that  you  have  given  me  is  progressing.  I  am  confident  that  you  will 
be  pleased  with  this  new  partnership. 

At  this  time,  I  would  like  to  thank  the  Subcommittee  for  inviting  me  to  testify 
today.  I  am  ready  at  this  time  to  take  questions. 


List  of  Projects 

A.  1  flb&in  3. ' 

Montgomery,  U.S.  Courthouse  Annex,  $13,091,000 
Arkansas: 

Little  Rock,  Old  Law  School  Building  Expansion/ Alteration,  $13,816,040 
Arizona: 

Phoenix,  U.S.  Courthouse,  $120,000,000 

Safford,  a  grant  to  the  U.S.  Forest  Service  for  Administrative  Offices  and  Cultural 
Center,  $5,000,000 

Sierra  Vista,  U.S.  Magistrates  Office,  $1,000,000 
California: 

Sacramento,  Federal  Building  and  U.S.  Courthouse,  $143,082,450 

San  Jose,  Federal  Office  Building,  claim,  $1,828,680 

Santa  Ana,  Federal  Building  and  U.S.  Courthouse,  $103,000,000 
Florida: 

Jacksonville,  U.S.  Courthouse,  site  acquisition  and  design,  $6,070,120 

Tampa,  U.S.  Courthouse,  $66,696,840 
Georgia: 

Atlanta,  Centers  for  Disease  Control,  Laboratory  and  office  building,  $12,000,000 

Augusta,  U.S.  Courthouse,  $1,000,000 
Indiana: 

Hammond,  U.S.  Courthouse,  $49,980,000 
Iowa: 

Burlington,  Federal  Parking  Facility,  design  and  construction,  $2,400,000 
Maryland: 

Bowie,  Bureau  of  the  Census,  Computer  Center,  $27,915,000 

Montgomery  and  Prince  George's  Counties,  Food  and  Drug  Administration,  con- 
solidation, site  acquisition,  planning  and  design,  construction,  $73,921,000 

Boston,  Federal  Building  and  U.S.  Courthouse,  $18,620,000 
Missouri: 

Cape  Girardeau,  Federal  Office  Building  and  U.S.  Courthouse,  $3,822,000 

Kansas  City,  U.S.  Courthouse,  $16,000,000 

St.  Louis,  U.S.  Courthouse,  $24,000,000 
Nebraska: 
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Omaha,  Federal  Building  and  U.S.  Courthouse,  $9,361,940 
New  Jersey: 

Newark,  Martin  Luther  King,  Jr.  Federal  Building  and  U.S.  Courthouse,  escala- 
tion, $4,293,576 
New  York: 

Brooklyn,  U.S.  Courthouse,  $29,400,000 

Rochester,  Federal  Center,  in  addition  to  the  amount  previously  provided  for  this 
purpose  under  this  heading  in  Public  Law  101-509,  $5,000,000 
North  Carolina: 

Federal  Research  Park,  Environmental  Protection  Agency  Facility,  $8,800,000 
North  Dakota: 

Pembina,  Border  Station,  $96,000 
Ohio: 

Youngstown,  Federal  Building  and  U.S.  Courthouse,  site  acquisition  and  design, 
$4,630,500 
Oregon: 

Portland,  U.S.  Courthouse,  $96,390,000 
Pennsylvania: 

Scranton,  Federal  Building  and  U.S.  Courthouse  Annex,  site  acquisition  and 
design,  $12,093,000 
Tex£is: 

Laredo,  Federal  Building  and  U.S.  Courthouse,  $2,986,060 
Vermont: 

Highgate  Springs,  Border  Station,  $6,851,000 
Washington: 

Lynden,  Federal  Building,  claim,  $357,000 
West  Virginia: 

Wheeling,  Federal  Building  and  U.S.  Courthouse,  including  renovations  to  the  ex- 
isting facility,  $36,000,000 

Nonprospectus  construction  projects,  $5,525,000 
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